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OATH OR AFFIRMATION

1, Erdem Cimen ' __, swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Wells Fargo Funds Distributor, LLC , as
of December 31 » ,2018 | are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

«S:\\U&MA

Slgnatur

Chief Financial Officer & Treasurer
Title

wa‘&nm&bdcmmi'énm at o cheol o

Notary Public 4 Covr W N

This report ** contains (check all applicable boxes): se . @Y‘l .

(a) Facing Page. : ‘

[/] (b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. .

I:] () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[:l (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

| .| (m) A copy of the SIPC Supplemental Report.

[] (m) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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A notary public or other officer completing this certificate verifies only the identity of the individual who signed the document
to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.
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Namefef of Signer(g

who proved to me on the basis of satisfactory evidence to be the person) whose namedg is/aee subscribed
to the within instrument and acknowledged to me that he/skg/tlgey executed the same in his/asr/te&ir
authorized capacity(ia®), and that by his/ags/thais signaturef®) on the instrument the personisd, or the entity
upon behalf of which the persorgg) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the

LYDIE HAMMACK laws of the State of California that the foregoing
Notary Public - California paragraph is true and correct.
San Francisco ngr:%
Commission # 22 i
My Gomm, Expies Nov 24, 2021 WITNESS my hand and official seal.
Signature WMVVV\ 0‘(’692
Piace Notary Seal and/or Stamp Above Signature of Notary Public
OPTIONAL

Completing this information can deter alterdtion of the document or
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KPMG LLP

Suite 1400

55 Second Street

San Francisco, CA 94105

Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors
Wells Fargo Funds Distributor, LLC:

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Wells Fargo Funds Distributor, LLC (the
Company) as of December 31, 2018, and the related notes (collectively, the financial statement). In our opinion,
the financial statement presents fairly, in all material respects, the financial position of the Company as of
December 31, 2018, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on this financial statement based on our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statement. Our audit also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

KPMe LLP

We have served as the Company’s auditor since 2005.

San Francisco, California
February 27, 2019

KPMG LLP is a Delaware limited liability partnership and the U.S, member
firm of the KPMG network of independent member finms atfiliated with
KPMG Internationat Cooperative ("KPMG international”), a Swiss entity.



WELLS FARGO FUNDS DISTRIBUTOR, LLC
(A Wholly Owned Subsidiary of Wells Fargo Asset Management Holdings, LLC)

Statement of Financial Condition

December 31, 2018
Assets
Cash and cash equivalents $ 62,560,036
Deferred sales commissions 872,501
Prepaid expenses 726,950
Due from affiliate 9,977,254
12b-1 distribution fee receivable 3,684,814
Other receivables 836,389
Total assets 78,657,944
Liabilities and Member’s Equity
Due to affiliate : $ 2,762,478
Accounts payable 53,963
Accrued compensation and related benefits ' 15,479,914
Commissions and distribution fees payable 2,027,439
Other accrued expenses 625,625
Total liabilities $ 20,949,419
Member’s equity 57,708,525
Total liabilities and member’s equity $ 78,657,944

See accompanying notes to financial statements.
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WELLS FARGO FUNDS DISTRIBUTOR, LLC
(A Wholly Owned Subsidiary of Wells Fargo Asset Management Holdings, LLC)
Notes to Statement of Financial Condition
December 31, 2018

Organization and Nature of Operations

Wells Fargo Funds Distributor, LLC (WFFD) is a wholly owned subsidiary of Wells Fargo Asset
Management Holdings, LLC (WFAMH) whose ultimate parent is Wells Fargo & Company (WFC). WFFD
is registered with the Securities and Exchange Commission (the SEC) as a broker-dealer in securities and
is a member of the Financial Industry Regulatory Authority (FINRA) and the Securities Investor Protection
Corporation (SIPC). As of December 31, 2018, WFFD’s primary activity is the distribution of Wells Fargo

Funds (the Funds), pursuant to a service agreement with Wells Fargo Funds Management, LLC (WFFM).

WFFD was chartered and seeded with $23,501,000 by Wells Fargo Investment Group, Inc. (WFIGI) on
October 19, 2004, and commenced broker-dealer operations on April 11, 2005. WFIGI made an additional
capital contribution of $30,000,000 to WFFD on October 23, 2013. WFIGI merged into Everen Capital
Corporation (ECC), parent of WFAMH, on July 1, 2017.

WFFD does not receive or hold customer funds or securities.

Summary of Significant Accounting Policies
(a) Basis of Presentation

The Company’s financial statements are prepared in accordance with U.S. generally accepted
accounting principles, which require management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements. Estimates, and matters that affect the reported amounts and disclosures of
contingencies in the financial statements, may vary from actual results.

(b) Fair Value of Financial Instruments

In accordance with FASB Accounting Standards Codification (ASC) 820, Fair Value Measurements
and Disclosures, WFFD categorizes its assets and liabilities that are accounted for at fair value in the
statement of financial condition in the fair value hierarchy as defined by ASC 820. The fair value
hierarchy is directly related to the amount of subjectivity associated with the inputs utilized to
determine the fair value of these assets and liabilities. See note 6 for further information about the
fair value hierarchy and WFFD’s assets and liabilities that are accounted for at fair value.

(c) Cash and Cash Equivalents

Cash and cash equivalents include cash in banks and money market fund investments, all with
affiliated parties.
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WELLS FARGO FUNDS DISTRIBUTOR, LLC
(A Wholly Owned Subsidiary of Wells Fargo Asset Management Holdings, LLC) |
Notes to Statement of Financial Condition
December 31, 2018

Underwriter and CDSC Fee

Underwriter fees from the sale of the Funds’ Class A shares are recorded at the time of sale.

Payments of dealer reallowances, also known as deferred sales commissions, from the sales of the
Funds’ Class C shares are recorded as a deferred asset at the point of sale and are amortized on a
straight-line basis over a 12-month period. This corresponds with the period the deferred sales
commissions are expected to be recovered from 12b-1 distribution fees and contingent deferred sales
charges (CDSCs).

Federal and State Income Taxes

The Company is a single-member limited liability company (“SMLLC”) and is treated as a
disregarded entity pursuant to Treasury Regulation 301.7701-3 for Federal income tax purposes.
Generally, disregarded entities are not subject to entity-level Federal or state income taxation and as
such, the Company does not provide for income taxes under FASB ASC 740, Income Taxes. The
Company’s taxable income is primarily reported in the tax return of ECC. The related income tax
expense recognized by the Parent on the Company’s net income for 2018 is approximately $149,463.

Related-party Transactions

In the ordinary course of business, WFFD enters into material transactions with other affiliates of WFC.
These transactions could result in charges or reimbursements to WFFD and include costs incurred for
employee benefit programs sponsored by WFC and other operating expenses allocated by affiliates.

(@)

®

Receivable from Affiliates

As of December 31, 2018, WFFD recorded a receivable balance of $9,977,254, which is consisted of
$9,614,436 due from WFFM for administrative, marketing, and related services performed on behalf
of WFFM, $322,287 of OCC expense corrections due from Wells Fargo Bank, N.A., and $40,531 of
distribution fees due from Analytic Investors, LLC, Wells Capital Management and Wells Fargo
Asset Management, Luxembourg. The receivables are presented in Due from Affiliate financial
statement caption.

Payable to Affiliates

As of December 31, 2018, WFFD recorded a payable to affiliate balance of $2,762,478, which is
consisted of $1,288,977 of 12b-1 expense accrual for Wells Fargo Clearing Services, LLC (WFCS),
$774,767 of intercompany balance from Automated Inter-entity Settlement activities, $515,000 of
sales commission accruals for WCM for sales of Al private placement products, WFWF, and the
Funds, $160,000 of risk and related services activity, $20,532 of payroll off-cycle reclassification,
$3,202 payable to Wells Fargo Holdings for internal credit card charges,. These liabilities are
recorded in the Due to Affiliate financial statement caption.

’

4



“@

6))

WELLS FARGO FUNDS DISTRIBUTOR, LLC
(A Wholly Owned Subsidiary of Wells Fargo Asset Management Holdings, LLC)
Notes to Statement of Financial Condition
December 31, 2018

(c) Services Provided by Affiliates

WEFFD pays commissions to WFCS on Class C purchases. Since Class C purchases are subject to
CDSC if redeemed within twelve months of purchase, WFFD records the commissions as prepaid
and amortizes them over a 12-month period. The affiliate prepaid commission balance as of
December 31, 2018 is $310,004, which is recorded in Deferred Sales Commissions financial
statement caption. ‘

Net Capital Requirements

WEFFD is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule (Rule 15¢3-1),
and was required to maintain minimum net capital of $1,396,629 as of December 31, 2018. At
December 31, 2018, WFFD had net capital of $28,088,412, which was $26,691,783 in excess of the
minimum required. WFFD’s net capital ratio (ratio of aggregate indebtedness to net capital) was 75% at
December 31, 2018.

WEFFD is exempt from Rule 15¢3-3 under subsection (k)(1). Under this exemption, the “Computation for
Determination of Reserve Requirements” and “Information Relating to the Possession or Control
Requirements” are not required.

Fair Value of Assets and Liabilities

FASB ASC 820, Fair Value Measurements and Disclosures, defines fair value, establishes a framework
for measuring fair value in accordance with U.S. generally accepted accounting principles, and requires
disclosures about fair value measurements.

Money market fund investments are recorded at fair value on a recurring basis.

In accordance with ASC 820, WFFD groups its financial assets and financial liabilities measured at fair
value in three levels, based on markets in which the assets and liabilities are traded and the reliability of the
assumptions used to determine fair value. These levels are:

. Level 1 — Valuation is based upon quoted prices for identical instruments traded in active markets.

. Level 2 — Valuation is based upon quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active, and model-based valuation
techniques for which all significant assumptions are observable in the market.

. Level 3 — Valuation is generated from model-based techniques that use significant assumptions not
observable in the market. These unobservable assumptions reflect WFFD’s own estimates of
assumptions market participants would use in pricing the asset or liability. Valuation techniques
include use of discounted cash flow models, option pricing models, and similar techniques.

5



WELLS FARGO FUNDS DISTRIBUTOR, LL.C
(A Wholly Owned Subsidiary of Wells Fargo Asset Management Holdings, LLC)
Notes to Statement of Financial Condition
December 31, 2018

The balances of assets and liabilities measured at fair value on a recurring basis as of December 31, 2018
are as follows:

Description Total Level 1 Level 2 Level 3
Cash $ 24,343,851 24343851  —e- e
Money Market Fund $ 38216185  38216,185 - e

Total Cash and cash equivalents $ 62,560,036 62,560,036  eee-e -

(6) Subsequent Event Disclosure

We have evaluated the effects of subsequent events that have occurred subsequent to December 31, 2018
and through February 27, 2019, which is the date we issued our financial statements. During this period,
there have been no miaterial events that would require recognition in the 2018 financial statements or
disclosure in the notes to the financial statements.



